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DEFINING BASIC SERVICES
AND DE-INSURING THE REST: THE WRONG DIAGNOSIS

AND THE WRONG PRESCRIPTION
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The Canada Health Act of 1984 requires the provinces to
cover all "medically necessary" services in order to be eligible
for full federal contributions. However, neither the federal
government nor any province has operationally defined the
term "medically necessary service." As a result, coverage of
certain medical services across the country is uneven. There
is even greater variation in the coverage of nonmedical ser-
vices (such as drugs and home care) that are not included in
federal legislation. Recently, several provincial medical asso-
ciations, with their respective provincial governments, have
agreed to define and cover basic services and to de-insure
services not found to be "medically necessary." The author
argues that this process makes the wrong diagnosis of the
cause of the woes of our health care system and then issues
the wrong prescription. It also distracts decision makers from
more worthwhile policies to reform the health care system.

.he Canada Health Act' outlines the terms and con-
Iditions provincial health insurance plans must meet

to be eligible for full federal contributions. The act
builds on previous federal legislation of health insurance,
including the Hospital Insurance and Diagnostic Ser-
vices Act2 and the Medical Care Act.3 All of these acts
require the provinces to cover services that are "med-
ically necessary" or "medically required." However, nei-
ther the federal government nor any province has opera-
tionally defined these terms.4 As a result, coverage of
certain medical services across the country is uneven.5
For example, Ontario provides coverage for in-vitro fer-
tilization for some patients whereas other provinces do
not cover this service at all.

Several provincial medical associations and their re-
spective provincial governments have recently agreed to

La loi canadienne sur la sante de 1984 oblige les provinces a
couvrir tous les services <m6dicalement necessaires"> pour
avoir droit en entier aux contributions fed6rales. Or, ni le
gouvernement federal, ni les provinces n'ont formule de dei-
nition op6rationnelle de lexpression '<services medicalement
n6cessaires,". C'est pourquoi la couverture de certains services
medicaux n'est pas uniforme au Canada. La couverture des
services non medicaux (comme les medicaments et les soins a
domicile) qui ne sont pas inclus dans la loi f6d6rale l'est en-
core moins. Recemment, plusieurs associations medicales
provinciales ont convenu, avec le gouvernement de leur
province respective, de d6finir et de couvrir les services es-
sentiels et de d6sassurer les services qui ne sont pas juges
"m6dicalement n6cessaires">. L'auteur soutient que cet exer-
cice pose le mauvais diagnostic de la cause des probltmes de
notre systeme de sante et qu'on eablit ensuite la mauvaise or-
donnance. Cet exercice detourne aussi l'attention des de-
cideurs de politiques valables de r6forme du systeme de sante.

define basic services to be covered and to de-insure ser-
vices not found to be "medically necessary." These pol-
icy initiatives were inspired partly by the state of Ore-
gon's decision to define basic services to be covered by
its Medicaid program.6

However, defining basic services and de-insuring the
rest makes the wrong diagnosis of the woes of our health
care system and then issues the wrong prescription. This
prescription will not heal the problems of the health
care system, and it may involve potentially dangerous
side effects. This article outlines the problems associated
with diagnosing a lack of definition of basic services as
the cause- even the partial cause- of the symptoms
of our health care system and offers a critique of the pre-
scription for de-insurance. Finally, I offer a brief over-
view of alternative policy remedies.
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WHAT'S WRONG WITH THE DLAGNOSIS?

Is the lack of a definition of basic services a major
problem with Canada's health care system?

The policy recommendation of a definition of basic
services implies two faulty assumptions about the prob-
lems besetting Canada's health care system: there are
many health care services that we can no longer afford
to cover with public health insurance, and there are rela-
tively few problems with the appropriate delivery of ser-
vices that should be covered.

WHAT CAN WE AFFORD?

Some services appear to be completely ineffective or
frivolous, but almost all services are appropriate for some
patients in some situations. Even public-insurance cover-
age of tatoo removals could easily be justified in certain
circumstances. For example, consider a teenager who
flees abuse at home, takes to the streets, becomes a drug
addict and has a death's-head tatooed on her face. Sup-
pose that, in her 20s, she undergoes drug rehabilitation
and gets an education. After years of pain and thousands
of dollars of publicly covered rehabilitation, she cannot
get a job because of her disfiguring tatoo. Should
medicare not pay for the tatoo's removal as part of her
overall rehabilitation?

ARE THERE FEW PROBLEMS WITHI1113 APPROPRPATE
DELIVERY OF SERVICES?

This assumption implies that there is little pay-off in
improving the appropriateness of service delivery com-
pared with the savings from delisting services now cov-
ered. These suppositions are more than slightly faulty.
Recent reports on health care have consistently noted
that inappropriate care is a major problem. For example,
the Ontario Health Review Panel reported that "evi-
dence of inappropriate care can be found throughout the
Province's health care system, from inappropriate institu-
tional admissions to overuse of medications among the
elderly."7

Commissions on health care in other provinces have
come to similar conclusions.89 It is relatively simple, in
retrospect, to determine that a particular diagnostic test
or therapy has not helped an individual patient; how-
ever, an inappropriate service is one that (1) can be pre-
dicted to be of no net benefit to the patient on the basis
of the best scientific evidence available, or (2) can be
predicted to be likely of some net benefit but no more so
than a test or therapy that is less expensive.
On the basis of this definition, there is substantial evi-

dence that inappropriate services are being provided.
Studies have shown significant differences in the rates of

delivery of certain services among geographic areas de-
spite the similar health status of the populations in these
areas.'>'3 The best explanation for the variation is often
the number of physicians in each area and the proce-
dures they prefer, instead of differences in rates of illness
or patient preferences concerning treatment.'4 A large
proportion of services are labelled as inappropriate by
expert panels convened to define standards of care for
particular episodes of illness.'5 6

Several studies in Canada'," and the United
States'920 have shown that fee-for-service remuneration
is associated with overall health care costs 25% to 40%
higher than those under other methods of payment.
The most comprehensive study of this kind was the
Rand Health Insurance Experiment.' 92' In one part of
this experiment, more than 1600 patients were ran-
domly assigned to receive their health care from either
the Group Health Cooperative of Puget Sound, Seattle,
a non-fee-for-service health maintenance organization
(HMO) or fee-for-service providers in the Seattle area.
At the end of the experiment there were no overall dif-
ferences in the health of the two groups of patients;
however, there was a very large difference in costs. The
mean costs for the patients attending fee-for-service
physicians were 40% higher than those for the patients
attending the HMO. This difference was due almost
entirely to the 40% fewer days spent in hospital among
patients in the HMO group.'9 However, it should be
noted that there were some differences in the health of
some subgroups (wealthy, sick patients had better
health outcomes in the HMO group, whereas poor, sick
patients fared better in the fee-for-service system), and
the patients attending the HMO were less satisfied with
their care.2'

Furthermore, when consumers are allowed to make
informed choices about their care, they often choose
services different from those chosen when the options
for care are presented in a traditional fashion. For exam-
ple, many frail elderly and terminally ill patients would
choose effective symptom control rather than curative
care; however, this option may not be presented. A
study conducted in Hamilton, Ont., demonstrated that
the use of advance directives in the care of residents of a
home for the aged led to more appropriate and less in-
tensive care for the dying, including a 50% reduction in
the use of hospital services.22,2 Research has shown that
at least part of this inappropriate care may be due to
poor patient-physician communication.2425
Many medical services could be provided by non-

physicians, such as nurses, at less cost and, sometimes,
with improved quality.2'30 Family physicians and emer-
gency physicians spend much of their time treating pa-
tients with minor illnesses that they could be taught to
manage themselves.'"'
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WHAT'S WRONG WITH THE PRESCRIPTION
FOR DE-INSURANCE?

Not only is the diagnosis of a lack of defined basic
services based on faulty assumptions, but there are also
problems with the proposed prescription for a cure. The
process of defining basic services and then delisting the
rest is very difficult to conduct scientifically; there is lit-
tle money to be recouped; and it distracts policy makers
from more important health care issues. Paradoxically, if
policy makers dealt with some of these issues, there
would be less need to consider de-insurance.

WHICH SERVICES SHOULD BE COVERED?

It is extraordinarily difficult to establish which ser-
vices should be covered; it would be more useful to de-
termine which outcomes should be achieved. The values
assigned to various outcomes by individual patients or
Canadian society are much less subject to change than
the technical processes (i.e., services) for achieving
them. As research progresses and technology changes, a
health care system that is restricted to paying for certain
services will result in increasingly ineffective and ineffi-
cient health care. For example, coronary artery bypass
grafting is effective in reducing angina in patients with
disease in one or two vessels that does not involve the
left main or proximal left anterior descending coronary
arteries;34 however, it is more dangerous and probably
less efficient than intensive cardiac rehabilitation,3536
which is not fully covered by public insurance. Provin-
cial governments could facilitate more effective and effi-
cient systems by identifying the desired outcomes of
health care instead of simply enumerating the specific
services they will reimburse. In the United States a
group of HMOs and private insurers have formed the
HMO Quality of Care Consortium, which is developing
standardized outcome indicators for health programs.37

WHAT IS THE PAY-OFF IN DEFINING BASIC SERVICES
AND DELISTING THE REST?

In 1993-94 the Ontario government and the Ontario
Medical Association went to considerable effort and ex-
pense to identify eight services to be delisted,38 thereby
saving between $8 million and $16 million for the On-
tario Health Insurance Plan (Mary Fleming, Provider
Services Branch, Health Insurance and Related Pro-
grams, Ontario Ministry of Health: personal communi-
cation, 1995). Without trivializing this sum, it should be
noted that it represents only about 0.3% of the Ontario
budget for physicians and less than 0.1% of the overall
Ontario budget for health care.39 On the other hand,
Ontario spends approximately $200 million on pay-

ments to physicians for treating colds,'o an amount that
could easily be reduced through greater self-care and
telephone access to a nurse.

DOES THIS PROCESS DISTRACT POLICY MAKERS
FROM MORE IMPORTANT HEALTH CARE REFORM?

The process of defining basic services risks distracting
decision makers from the policies needed to develop a
more effective and efficient health care system. And it
does so in a way that is very socially divisive. Policy
makers have only a limited amount of time and energy,
which can easily be sapped by the emotionally draining
exercise of deciding which Canadians have health prob-
lems that deserve insured treatment.
What we need is a discussion of the overall health

outcomes to be achieved through publicly funded health
services. Such a discussion could have a major effect,
helping to steer the structure and process of care and
services provided. Perhaps the most devastating effect
that defining and delisting services could have on con-
structive policy making is the termination of such a dis-
cussion.

TOWARD AN ACCURATE DLAGNOSIS
AND A LONG-TERM CURE

The Ontario Health Review Panel has summarized
the conclusions of many other Canadian reports on
health care.

Current submissions and earlier reports highlight the need to
place greater emphasis on primary care, to integrate and coordi-
nate services, to achieve a community focus for health and to in-
crease the emphasis on health promotion and disease preven-
tion.4

There are many methods other than de-insurance to
improve the efficiency of health care services. In fact,
the best way to decrease the use of questionable cate-
gories of services may be one that does not tackle the is-
sue directly. For example, if most physician reimburse-
ment were not on a fee-for-service basis, there would be
much less need to focus on coverage of specific services.
Another promising policy direction is the introduction
of provider-friendly clinical quality-assurance programs.
These programs would significantly improve the quality
of health care and focus on more appropriate services.42
Finally, provinces could eschew a discussion of delisting
and de-insurance, choosing instead to engage their citi-
zens in a dialogue concerning the overall health out-
comes expected as a result of publicly funded health ser-
vices. This policy direction could have a major effect on
the development of more efficient delivery models.
These kinds of policies are particularly necessary now, as
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the provinces radically restructure the political and ad-
ministrative framework for health care services.

CONCLUSION

Provincial governments are under pressure to make
their health care systems more efficient. However, if
they feel that they must cut their funding of health care
(a view open to legitimate debate), they could do so in a
way that does not involve the definition of basic services
and the denial of needed care. Canadian reports issued
during the past decade have highlighted the need to re-
structure fundamentally the organization and financial
incentives of the health care system. Policy makers need
to pay more attention to these policy directions. Defin-
ing basic services and de-insuring the rest are the wrong
prescription for what ails Canada's health care system.
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May 17-20, 1995: Society for Obstetric Anes-
thesia and Perinatology 27th Annual Meeting

Montreal
Society for Obstetric Anesthesia and Perina-

tology, PO Box 11086, Richmond VA 23230-
1086; tel 804 282-5051, fax 804 282-0090

May 18-19, 1995: The Centre for Health Eco-
nomics and Policy Analysis 8th Annual Health
Policy Conference - Jurisdictional Roles in
Health Policy: Who's on First and What's Up
Next?

Toronto
Doris Hutchinson, Centre for Health Econom-

ics and Policy Analysis, Department of Clinical
Epidemiology and Biostatistics, McMaster Uni-
versity, 1200 Main St. W, Hamilton ON L8N 3Z5;
tel 905 525-9140, ext 22135; fax 905
546-5211

May 20-25, 1995: American Psychiatric Asso-
ciation 148th Annual Meeting

Miami
American Psychiatric Association, Division of

Public Affairs, 1400 K St. NW, Washington DC
20077-1676; tel 202 682-6142, fax 202
682-6255

Du 24 au 27 mai 1995: 2e Conf6rence inter-
nationale sur la prise en charge extra-
hospitaliere des personnes vivant avec le VIH/
SIDA : Les soins au sein des communautes
(avec le co-parrainage de l'Organisation mon-
diale de la sante et la Federation interna-
tionale des societ6s de la Croix-Rouge et du
Croissant-Rouge)

Montr6al
Cr6dits d6ducation m6dicale continue.
Les services de congres GEMS, 710-759

Square Victoria, Montreal QC H2Y 2J7; t6l 514
286-0855, fax 514 286-6066

May 24-27, 1995: 2nd International Confer-
ence on Home and Community Care for Per-
sons Living with HIV/AIDS: Care Within Com-
munities (cosponsored by the World Health
Organization and the International Federation
of Red Cross and Red Crescent Societies)

Montreal
Study credits available.
Les services de congres GEMS, 710-759 Vic-

toria Square, Montreal QC H2Y 2J7; tel 514
286-0855, fax 514 286-6066

May 25-28, 1995: Canadian Society for Trans-
fusion Medicine and the Canadian Red Cross
Society Joint Scientific Conference

Edmonton
CSTM/CRCS Conference 1995, c/o Quandary

Solutions, 5963-103 A St., Edmonton AB
T6H 2J7; fax 403 438-4837

May 26, 1995: 37th Annual Research Meeting
of the Department of Ophthalmology, Univer-
sity of Toronto, and 15th Clement McCulloch
Lecture

Toronto
Guest speaker: Dr. Clement McCulloch
Dr. David S. Rootman, Department of

Ophthalmology, University of Toronto, 1 Spadina
Cres., Rm. 115, Toronto ON M5S 2J5; 416
369-5401, fax 416 978-1522

May 26-27, 1995: Parent Resources Institute
for Drug Education (PRIDE) Canada Inc. 10th
Annual Conference on Youth and Drugs:
"PRIDE" of the Nation

Winnipeg
FRONTLINE Associates, PRIDE Conference

Coordinators, 676 Borebank St., Winnipeg MB
R3N 1G2; tel and fax 204 489-2739

May 27, 1995: Canadian Fertility and Androl-
ogy Symposium: Sexuality, Fertility and
Menopause (copresented by the Canadian
Fertility and Andrology Society)

Niagara-on-the-Lake, Ont.

Continuing Education, Faculty of Medicine,
Rm. H121, Health Sciences, University of West-
ern Ontario, London ON N6A 5C1; tel 519
661-2074, fax 519 661-3797

May 27, 1995: Obsessive-Compulsive Disor-
der: New Developments in Treatment

Toronto
Study credits available.
Education Office, Clarke Institute of Psychia-

try, 250 College St., Toronto ON M5T 1R8; tel
416 979-2221, ext. 2643

May 27-30, 1995: 3rd Annual International
Conference on Diabetes and Indigenous Peo-
ples - Theory, Reality and Hope (hosted by
Canada through the Assembly of First Nations,
the Assembly of Manitoba Chiefs and the
S.U.G.A.R. Group)

Winnipeg
Canadian Conference Planning Committee,

405-800 Portage Ave., Winnipeg MB R3G ON4;
tel 204 945-6831, fax 204 948-2190

May 28-31, 1995: 5th National Home Care
Conference: Teaming Up for Positive Out-
comes (sponsored by the Canadian Home
Care Association, the Alberta Home Care As-
sociation and the Edmonton Board of Health)

Edmonton
Conference Secretariat, c/o the CanaGlobe

Group Inc., 15016 77 Ave., Edmonton AB
T5R 3B3; tel 403 487-8102, fax 403 487-2417

May 28-June 1, 1995: 2nd International Heart
Health Conference

Barcelona, Spain
Official language: English
Pacifico, S.A., Enric Granados St. 44, 08008

Barcelona, Spain; tel 011 343 454-5400, fax
011 343 451-7438
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